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REPORT OF THE BOARD

FINDINGS AND ORDER

1. Hearing Date and Place: This matter came on for final
h4(aring before the Virginia Gas and Oil Board (hereafter "Board" ) at
9400 a.m. on Jupe 17, 2008 at the southwest virginia Higher Education
Ce'nter on the campus of Virginia Highlands Community College, Abingdon,
Virginia.

3. Jurisdiction and Notice: Pursuant to Va. Code 55 45.1-
.1 et ~se ., the Board finds that it has jurisdiction over th8
ject matter. Based upon the evidence presented by Applicant, the
rd also find8 that the Applicant has (1) exercised due diligence in
ducting a search of the reasonably available sources to determine

id0ntity a»>d whereabouts of gas and oil owners, coal owners,
eral owners and>>or potential owners, i.e., persons identified by
licant as having (»Owner») or claiming (»Claimant») the rights to
lbed Methane Gas in all coal seams below the Tiller Seam, includin()

Upper Seaboard, Greasy Creek, Middle Seaboard, Lower Seaboard>
er Horsepen, Middle Horsepen, War Creek, Lower Horsepen, Pocahonta>)>

9, Pocahontas No. 8, Pocahontas No. 7, pocahontas No. 6, Pocahontae
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2. Appearances> Nark Swartz, Esquire, of the firm Swartz Las
Offices, PLLC, appeared for the Applicant; and Sharon N. B. Pigeon,
A>(sistant Attorney General, was present to advise the Board.
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5, Pocahontas No. 4, Pocahontas No. 3, Pocahontas No. 2 and various
amed coal seams, coalbeds and rock strata associated therewith
eafter "Subject Formation" ) in Subject Drilling Unit underlying and

rised of Subject Lands; (2) represented it has given notice to
e parties (hereafter sometimes "person(s)" whether referring t«i

vidCals, corporations, partnerships, associations, companies,
nesees, trusts, joint ventures or other legal entities) entitled by
Code 55 45.1-361.19 and 45.1-361.22, to notice of the Application
d herein; and (3) that the persons set forth in their Application
Notice of Nearing have been identified by Applicant through its due

genoa as OWners or Claimants of Coalbed Methane Gas interest6
rlying Subjdct Drilling Unit and that the persons identified in
bit B-3 attached hereto are persons identified by Applicant who may

ers or Claimants of Coalbed Methane Gas interests in Subject
tion who have not heretofore agreed to lease or sell to the

licant and/or voluntarily pool their Gas interests. Conflicting Qae
ers/Claimants in Subject Drilling Unit are listed on Nxhibit B,
her, the Board has caused notice of this hearing to be published as
ired by Va. Code 5 45.1-361.19.B.Whereupon, the Board hereby finds

the notices given herein satisfy all statutory requirements, Board
requirements and the minimum standards of due process.

4 . Amendments: None

5. Dismissals: Noae
I

6. Relief Requested: Applicant requests (1) that pursuant to
Va. Code 5 45.1-361.22, including the applicable portions of Va. Code
45.1-361.21, the Board pool all the rights, interests and estates in
and to the Qas in subject Drilling Unit, including the pooling of the
inlterests of the Applicant and of the known and unknown persons named
in Bml4bit B-3 hereto and that of their known and unknown heirs,
executors, administrators, devisees, trustees, assigns and successors,
both im)sediate and remote, for the drilling and operation, including
prloduction, of Coalbed Methane Gas, produced from or allocated to the
S+ject Drilling Unit established for the Subject Formation underlying
anil comprised of the Subject Lands, (hereafter sometimes collectively
id):ntified and referred to as "Well Development and/or Operation in th0
Sgject Drilling Unit" ), and (2) that the Board designate CNX Qag

~any LLC as aa Unit Operator.

7. Relief Granted: The Applicant's requested relief in thia
catuse be and h(archy is granted: (1) Pursuant to Va. Code 5 45.1-
361.21rC.3, CNX gas ~ LLC hereafter "Unit Operator" is designated
as the Unit Operator authorized to drill and operate the Coalbed
Melthane Gas well in the Subject Drilling Unit at the location depicted
on the plat attached hereto as Bmhibit A, subject to the permit
prbvisions conte'ined in Va. Code 55 45.1-361.27 et ~se .; to the Oakwood
CQlbed Methane Gas Field I Order OGCB 3-90, dated May 18, 1990, aa
as(ended<'o 5% 4 VAC 25-150 et ~se ., Qas and Oil Regulations; and to 5$
4 VAC 25-160 et ~se ., Virginia Gas and Oil Board Regulations, all aa
amended from time to time, and (2) all the interests and estates in and
to the Gas in Subject Drilling Unit, including that of the Applicant
and of the known and unknown persons listed on Bmhibit B-3, attache((
hereto and made a part hereof, and their known and unknown heirs,
exlecutots, admiaistrators, devisees, trustees, assigns and successors,
bolth immediate and remote, be and hereby are pooled in the Subject



Fotmation in the Subject Drilling Unit underlying and comprised of the
Subject Lands.

Pursuant to the Oakwood I Field Rules promulgated under the
authority of Va. Code 5 45.1-361.20, the Board has adopted the
following method for the calculation of production and revenue and
aliocation of allowable costs for the production of Coalbed Nethane
Gae.

For Frac Well Gas. — Gas shall be produced from and allocated to
only the 107.06-acre drilling unit in which the well is located
according to the undivided interests of each Owner/Claimant
within the unit, which undivided interest shall be the retie
(expressed as a percentage) that the amount of mineral acreage
within each separate tract that is within the Subject Drilling
Unit, when platted on the surface, bears to the total mineral
acreage, when platted on the surface, contained within the entire
101'6-acre drilling unit in the manner set forth in the oakwood.
I Field Ru).es.

8. Election and Election Period: In the event any Owner or
Claimant named in Exhibit B-3 hereto does not reach a voluntary
ag(reement to share in the operation of the well located in the Subject
Dr)lling Unit, at a rate of payment mutually agreed to by said GaS
Owber or Claimant and the Unit Operator, then such person named may

ebkct one of the options set forth in paragraph 9 below and must give
written notice of his election of the option selected under Paragraph
to'he designated Unit Operator at the address shown below withih
thirty (30) dayS from the date of receipt of a copy of this Order. A

ti)eely election shall be deemed to have been made if, on or before the
laet day of said 30-day period, such electing person has delivered hia
written election to the designated Unit Operator at the address shown
bellow or has duly postmarked and placed its written election in first
class United States mail, postage prepaid, addressed to the Unit
Oplerator at the Address shown below.

9. Election Options:

9.1 Option 1 — To Participate In The Well Development andI

Operation of the Drilling Unit: Any Gas Owner or Claimant
named in Exhibit B-3 who does not reach a voluntary agreement
with the Unit Operator may elect to participate in the Well
Develop(sent and Operation in the Subject Drilling Unit
(hereafter "Participating Operator" ) by agreeing to pay the
estimate of such participating operator's proportionate part
of the actual and reasonable costs of the Well Development
contempilated by this Order for Gas produced pursuant to the
Oakwood I Field Rules, including a reasonable supervision fee,
as more particularly set forth in Virginia Gas and Oil Board
Regulation 4 VAC 25-160-100 (herein "Completed-for-Production
Costs" ). Further, a Participating Operator agrees to pay the
estimate of such Participating Operator's proportionate part
of the Completed-for-Production Cost as set forth below to the
Unit Operator within forty-five (45) days from the later of
the date of mailing or the date of recording of this Order.
The Completed-for-Production Cost for the Subject Drilling
Unit is as follows:



Completed-for-Production Cost: $542,621.70

Any gas owner and/or claimants named in Exhibit B-3, who elect
this option (Option 1) understand and agree that their initial
payment under this option is for their proportionate share of
the Applicant's estimate of actual costs and expenses. It is
also understood by all persons electing this option that they
are agreeing to pay their proportionate share of the actual
costs and expenses as determined by the Operator named in this
Board Order.

A participating Operator's proportionate cost hereunder shall be
the result obtained by multiplying the Participating

Operators'Interest

in Unit" times the Completed-for-Production Cost set
forth above. Provided, however, that in the event a Participating
Operator elects to participate and fails or refuses to pay the
estimate of his proportionate part of the Completed-for-
Production Cost as set forth above, all within the time set forth
herein and in the manner prescribed in Paragraph 8 of this Order,
then such Participating Operator shall be deemed to have elected
not to participate and to have elected compensation in lieu of
participation pursuant to Paragraph 9.2 herein.

9.2 Option 2 — To Receive A Cash Bonus Consideration: In lieu
of participating in the Well Development and Operation in
Subject Drilling Unit under paragraph 9.1 above, any Gae
Owner or Claimant named in Bxhibit B-3 hereto who does not
reach a voluntary agreement with the Unit Operator may
elect to accept a cash bonus consideration of 81.00 per net
mineral acre owned by such person, commencing upon entry of
this Order and continuing annually until commencement of
production from Subject Drilling Unit, and thereafter a
royalty of 1/8th of 8/Sths [twelve and one-half percent
(12.5%)] of the net proceeds received by the Unit operator
for the sale of the Coalbed Methane Gas produced from any
Nell Development and Operation covered by this Order
multiplied by that person's Interest in Unit or
proportional share of said production [for purposes of this
Order, net proceeds shall be actual proceeds received less
post-production costs incurred downstream of the wellhead,
including, but not limited to, gathering, compression,
treating, transportation and marketing costs, whether
performed by Unit Operator or a third person] as fair,
reasonable and equitable compensation to be paid to said
Gas Owner or Claimant. The initial cash bonus shall become
due and owing when so elected and shall be tendered, paid
or escrowed within one hundred twenty (120) days of
recording of this Order. Thereafter, annual cash bonuses,
if any, shall become due and owing on each anniversary of
the date of recording of this order in the event production
from Subject Drilling Unit has not theretofore commenced,
and once due, shall be tendered, paid or escrowed within
sixty (60) days of said anniversary date. Once the initial
cash bonus and the annual cash bonuses, if any, are so paid
or escrowed, subject to a final legal determination of
ownership, said payment(s) shall be satisfaction in full
for the right, interests, and claims of such electing



person in and to the Gas produced from Subject Formation in
the Subject Lands, except, however, for the I/8th royalties
due hereunder.

Subject to a final legal determination of ownership, the
election made under this Paragraph 9.2, when so made, shall
be satisfaction in full for the right, interests, and
claims of such electing person in any Well Development and
Operation covered hereby and such electing person shall be
deemed to and hereby does lease and assign, its right,
interests, and claims in and to the Gas produced from
subject Formation in the subject Drilling Unit to the
Applicant.

9.3. Option 3 — To Share In The Well Development And Operation
As A Non-participating Person on A carried Basis And To
Receive Consideration In Lieu Of Cash: In lieu of
participating in the Well Development and Operation in
Subject Drilling Unit under Paragraph 9.1 above and in lieu
of receiving a Cash Bonus Consideration under Paragraph 9.2
above, any Gas Owner or Claimant named in Bxhibit $-3
hereto who does not reach a voluntary agreement with the
Unit Operator may elect to share in the Well Development
and Operation of Subject Drilling Unit on a carried basis
(as a "Carried Well Operator" ) so that the proportionate
part of the Completed-for-Production Cost hereby allocable
to such Carried Well Operator's interest is charged against
such Carried Well Operator's share of production from
Subject Drilling Unit. Such Carried Well Operator's
rights, interests, and claims in and to the Gas in Subject
Drilling Unit shall be deemed and hereby are assigned to
the Applicant until the proceeds from the sale of such
Carried Well Operator's share of production from Subject
Drilling Unit (exclusive of any royalty, excess or
overriding royalty, or other non-operating or non cost-
bearing burden reserved in any lease, assignment thereof or
agreement relating thereto covering such interest) equals
three hundred percent (300%) for a leased interest or two
hundred percent (200%) for an unleased interest (whichever
is applicable) of such Carried well Operator's share of the
Completed-for-Production Cost allocable to the interest of
such Carried Nell Operator. When the Applicant recoups and
recovers from such Carried Well Operator's assigned
interest the amounts provided for above, then, the assigned
interest of such Carried Well Operator shall automatically
revert back to such Carried Well Operator, and from and
after such reversion, such Carried Nell Operator shall be
treated as if it had participated initially under Paragraph
9.1 above; and thereafter, such participating person shall
be charged with and shall pay his proportionate part of all
further costs of such Well Development and Operation.

Subject to a final legal determination of ownership, the
election made under this Paragraph 9.3, when so made, shal]
be satisfaction in full for the rights, interests, and
claims of such electing person in any Well Development and
Operation covered hereby and such electing person shall be



deemed to have and hereby does assign its rights,
interests, and claims in and to the Gas produced from
Subject Formation in the Subject Drilling Unit to the
Applicant for the period of time during which its interest
is carried as above provided prior to its reversion hack to
such electing person.

10. Failure to Properlv Elect: In the event a person named in
Bxhibit B-3 hereto does not reach a voluntary agreement with the Unit
Operator and fails to elect within the time, in the manner and in
accordance with the terms of this Order, one of the alternatives set
forth in Paragraph 9 above for which his interest qualifies, then such
person shall be deemed to have elected not to participate in the
proposed Well Development and Operation in Subject Drilling Unit and
shlall be deemed, subject to a final legal determination of ownership,
to have elected to accept as satisfaction in full for such person'
right, interests, and claims in and to the Gas the consideratioa
prlovided in Paragraph 9.2 above for which its interest qualifies and
shall be deemed to have leased and/or assigned his right, interests,
auld claims in and to the Gas produced from Subject Formation in the
Subject Drilling Unit to the Applicant. Persons who fail to properly
elect shall be deemed, subject to a final legal determination of
owDership, to have accepted the compensation and terms set forth herein
at Paragraph 9.2 in satisfaction in full for the right, interests, and
claims of such person in and to the Gas produced from the Subject
Formaticn underlying Subject Lands.

11. Default Bv Participating Person: In the event a person
named in Bxhibit B-3 elects to participate under Paragraph 9.1, but
fails or refuses to pay, to secure the payment or to make an
arrangement with the Unit Operator for the payment of such person'
proportionate part of the Completed-for-Production Cost as set forth
bahrein, all within the time and in the manner as prescribed in this
Order, then such person shall be deemed to have withdrawn his election
to participate and shall be deemed to have elected to accept as
satisfaction in full for such person's right, interest, and claims in
and to the Gas the consideration provided in Paragraph 9.2 above for
which his interest qualifies depending on the excess burdens attached
to such interest. Whereupon, any cash bonus consideration due as a
relsult of such deemed election shall be tendered, paid or escrowed by
Unit Operator within one hundred twenty (120) days after the last day
on which such defaulting person under this Order should have paid his
proportionate part of such cost or should have made satisfactory
arrangements for the payment thereof. When such cash bonua
consideration is paid or escrowed, it shall be satisfaction in full for
the right, interests, and claims of such person in and to the Gas
underlying Subject Drilling Unit in the Subject Lands covered hereby,
except, however, for any royalties which would become due pursuant to
Paragraph 9.2 hereof.

12. Assignment of Interest: In the event a person named in
BWhibit B-3 is unable to reach a voluntary agreement to share in the
Well Development and Operation contemplated by this Order at a rate of
pa'yment agreed to mutually by said Owner or Claimant and the Unit
Operator, or fails to make an election under Paragraph 9.1 above, then
subject to a final legal determination of ownership, such person shall



be deemed to have and shall have assigned unto Applicant such person'
right, interests, and claims in and to said well, and other share in
production to which such person may be entitled by reason of any
election or deemed election hereunder in accordance with the provisions
of this Order governing said election.

13. Unit Operator (or Operator): CEX Gas Company LLC shall be
and hereby is designated as Unit Operator authorized to drill and
operate the Coalbed Nethane Well in Subject Formation in Subject
Drilling Unit, all subject to the permit provisions contained in Va.
Code 55 45.1-361.27 et ~se .; 55 4 VAC 25-150 et ~se ., Gas and Oil
Regulations; 55 4 VAC 25-160 et ~se ., Virginia Gas and Oil Board
Relgulations; the Oakwood Coalbed Gas Field I Order OGCB 3-90, all as
amended from time to time, and all elections required by this Order
shall be communicated to Unit Operator in writing at the address shown
below:

CBX Gas Company LLC
2481 John Nash Blvd.
Bluefie1d, WV 24701
Attn< Leslie K. Arrington

14. Commencement of Operations: Unit operator shall commence or
cause to commence operations for the drilling of the well(s) within the
SuIbject Drilling Unit and/or the well(s) outside the Subject Drilling
Unit but from which production is allocated to the Subject Drilling
Unit within Seven Hundred and Thirty (730) days from the date of the
Order and shall prosecute same with due diligence. lf Unit Operator
shpll not have so commenced and/or prosecuted, then this Order shall
tebminate, except for any cash sums then payable hereunder; otherwise,
unless sooner terminated by Order of the Board, this Order shall expire
at 12:00 P.N. on the date on which all wells covered by the Order
and/or all wells from which production is allocated to the Subject
Drlilling Unit are permanently abandoned and plugged. However, in the
event an appeal is taken from this order, then the time between the
filing of the petition for appeal and the final Order of the Circuit
Court shall be excluded in calculating the two-year period referred to
hekein.

15. Operator's Lien: Unit Operator, in addition to the other
rights afforded hereunder, shall have a lien and a right of set off on
the Gas estates, rights, and interests owned by any person subject
hereto who elects to participate under Paragraph 9.1 in the Subject
Drilling Unit to the extent that costs incurred in the drilling or
operation on the Subject Drilling Unit are chargeable against such
petson's interest. Such liens and right of set off shall be separable
as to each separate person and shall remain liens until the Unit
Operator drilling or operating any well covered hereby has been paid
th6 full amounts due under the terms of this Order.

16. Escrow Provisions:

The Applicant represented to the Board that there are no unknown or
uniocatable claimants in the Subject Drilling Unit; and, the Unit
OPSrator has represented to the Board that there are no conflicting
clBimants in the Subject Drilling Unit whose payments are subject to
the proVisions of Paragraph 16.2 hereof. Therefore, by this Order, the
Escrow Agent named herein or any successor named by the Board, is not



required to establish an interest-hearing escrow account for the
Subject Drilling Unit (herein "Escrow Account" ), and to receive and
account to the Board pursuant to its agreement for the escrowed funds
hereafter described in Paragraphs 16.1 and 16.2:

Nachovia Bank, E.A.
VA7515
P.O. Box 14061
Roanoke, VA 24035
Attention c Judy Barger

16.1. Escrow Provisions For Unknown or Unlocatable Persons: If
any payment of bonus, royalty payment or other payment due
and owing under this Order cannot be made because the
person entitled thereto cannot be located or is unknown,
then such cash bonus, royalty payment, or other payment
shall not be commingled with any funds of the Unit Operator
and, pursuant to Va. Code 5 45.1-361.21.D, said sums shall
be deposited by the Unit Operator into the Escrow Account,
commencing within one hundred twenty (120) days of
recording of this Order, and continuing thereafter on a
monthly basis with each deposit to be made, by use of a
report format approved by the inspector, by a date which is
no later than sixty (60) days after the last day of the
month heing reported and/or for which funds are being
deposited. Such funds shall be held for the exclusive use
of, and sole benefit of the person entitled thereto until
such funds can be paid to such person(s) or until the
Escrow Agent relinquishes such funds as required by law or
pursuant to Order of the Board in accordance with Va. Code
5 45.1-361.21.D.

16.2 Escrow Provisions For Conflicting Claimants: If any
payment of bonus, royalty payment, proceeds in excess of
ongoing operational expenses, or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be made certain due to conflicting claims of
ownership and/or a defect or cloud on the title, then such
cash bonus, royalty payment, proceeds in excess of ongoing
operational expenses, or other payment, together with
Participating Operator's Proportionate Costs paid to Unit
Operator pursuant to Paragraph 9.1 hereof, if any, (1) shall
not be commingled with any funds of the Unit Operator; and
(2) shall, pursuant to Va. Code 55 45.1-361.22.A.2, 45.1-
361.22.A.3 and 45.1-361.22.A.4, be deposited by the Operator
into the Escrow Account within one hundred twenty (120) days
of recording of this Order, and continuing thereafter on a
monthly basis with each deposit to be made by a date which is
no later than sixty (60) days after the last day of the month
being reported and/or for which funds are sub)act to deposit.
Such funds shall be held for the exclusive use of, and sole
benefit of, the person entitled thereto until such funds can
be paid to such person(s) or until the Escrow Agent
relinquishes such funds as required by law or pursuant to
Order of the Board.



fihds:
17. Special Findings: The Board specifically and specially

17.1. CNX Qas Company ILC, a Virginia limited liability company

is duly authorized and qualified to transact business in the
Commonwealth of Virginia;

17.2. CNX Qas Company IIC has the authority to explore, develop
and maintain the properties and assets, now owned or hereafter
acquired, consented to serve as Coalbed Nethane Gas Unit
Operator for Subject Drilling Unit and to faithfully discharge
the duties imposed upon it as Unit Operator by statute and

regulations;

17.3. CNX Qas Company LLC is an operator in the Commonwealth of
Virginia, and has satisfied the Board's requirements for
operations in Virginia;

17.4 CSX Qas Company LLC claims ownership of gas leases, Coalbed
Methane Gas leases, and/or coal leases representing
99.$973 percent of the oil and gas interest/claims in and to
Coalbed Methane Gas and 99.8973 percent of the coal
interest/claims in and to Coalbed Methane Gas in Subject
Drilling Unit; and, Applicant claims the right to explore for,
develop and produce Coalbed Methane Gas from Subject
Formations in Subject Drilling Unit in Buchanan
County, Virginia, which Subject Lands are more particularly
described in $xhibit A;

17.5. The estimated total production from Subject Drilling Unit
is 125 NNCP to 550 MNCF. The estimated amount of reserves
from the Subject Drilling Unit is 125 MMCF to 550 NNCPI

17.6. Set forth in Xxhibit $-3, is the name and last known

address of each Owner or Claimant identified by the Applicant
as having or claiming an interest in the Coalbed Methane Gas
in Subject Pormation in Subject Drilling Unit underlying and
comprised of Subject Lands, who has not, in writing, leased tO
the Applicant or the Unit Operator or agreed to voluntarily
pool his interests in Subject Drilling Unit for it$
development. The interests of the Respondents listed in
$xhibit $-3 comprise 0.1027 percent of the oil and gas
interests/claims in and to Coalbed Methane Gas and 0.1027
percent of the coal interests/claims in and to Coalbed Nethan0
Gas in Subject Drilling Unit;

17.7 Applicant's evidence established that the fair,
reasonable'nd

equitable compensation to be paid to any person in lieu
of the right to participate in the Wells are those options
provided in Paragraph 9 above;

17.8 The relief requested and granted is just and reasonable, is
supported by substantial evidence and will afford each person
listed and named in Xxhibit $-3 hereto the opportunity to
recover or receive, without unnecessary expense, such
person's just and fair share of the production from Subject
Drilling Unit. The granting of the Application and relief



requested therein will ensure to the extent possible the
greatest ultimate recovery of Coalbed Nethane Gas, prevent or
assist in preventing the various types of waste prohibited by
statute and protect or assist in protecting the correlative
rights of all persons in the subject common sources of supply
in the Subject Lands. Therefore, the Board is entering an
Order granting the relief herein set forth.

18. Nailing Of Order And Piling Of Affidavit: Applicant or its
Attorney shall file an affidavit with the Secretary of the Board within
sixty (60) days after the date of recording of this Order stating that
a true and correct copy of said Order was mailed within seven (7) days
from the date of its receipt by Unit Operator to each Respondent named
in Exhibit B-3 pooled by this Order and whose address is known.

19. Availabilitv of Unit Records: The Director shall provide
all persons not subject to a lease with reasonable access to all
records for Subject Drilling Unit which are submitted by the Unit
operator to said Director and/or his Inspector(s).

20. Conclusion: Therefore, the requested relief and all terms
and provisions set forth above be and hereby are granted and IT IS SO
ORDERED.

21. APPeals: Appeals of this Order are governed by the
provisions of Va. Code Ann. 5 45.1-361.9 which provides that any order
or decision of the Board may be appealed to the appropriate circuit
court.

22. Effective Date: This Order shall be effective as of the
date of the Board's approval of this Application, which is set forth at
paragraph 1 above.

10



DONE AND EXECUTED this f day of C%N4&, 2008, by a majority of the
Virginia Gas and Oil Board.

Chairman, ~R. Weyfler

DONE AND PERFORMED THIS I day ofWc+~ La.f, 2008, by Order of the
Beanl.

Virginia Gas and Oil Board

STATE OF VIRGINIA
COUNTY OF WASHINGTON

ben
A I 1 dad tht 1 dy f P~0 0,sp lly

before me a notary public in and for the Commonwealth of Virginia,
appeared Benny R. Wampler, being duly sworn did depose and say that he
is Chairman of the Virginia Gas and Oil Board, and appeared David E.
Asbury, Jr. heing duly sworn did depose and say that he is Principal
Executive to the Staff of the Virginia Gas and Oil Board that they
executed the same and were authorized to do so.

Diane J. Davis, )Ltary
174394

My commission expires: September 30, 2009
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EXHIBIT A

OAKWOOD FIELD
UNIT A-17

FORCE POOLING
VGOBMB-0617-2238

Caeoan7 CNK Gae CImaMDIv LLC lel I Name and NIDIber UNIT A17~ o91so'sco
Tract Na. E1evat1an
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CION See Company I I.C
ljftIt A 17

Tract earaseeeervwwvlrs

(18780Aors UnS}

Xsrmlt Ehwhk Heks, st sl (173Acre Tract) —Fee
Ishnd Cask Coal Comptmy/Consol Energy, inc. —Coal Sehw TNer Seam Leased
Southern Mkdng Inc. -/N Seams of Coal Lying in Ehvagon above and inckxgng Ghmorgsn Seam Leased

Ges~LLC —CINd Leased
NX Ges Company LLC -Oi & Gas Leased (38.88%)

Cl ~Apptdschis LLC-Oil d Gas Leased (8.34%)
78.82 Atxss 73A355%~J. Fiekh, et al (70 Acre Tract) —All Minersh
lehnd Oaek Coal Company/Consol Energy, Inc. —Coal Sskxv TNer Seem Leased
1Whhnore Coal Cortxwalion —Coal 0 lcropped Above Skds Cnrek Leased (2/3)~Gsa Company LLG —o5 and Gas Leased (81.25%)
QRX Gas Company LLC —CSM Leased (8125%)
Vnkncvm Surbtos Owner
0.88Acres 0.8185%

L RISsr Lumber ~(38.55Acre Tract) -AII Nnersh
lskmd Cleek Coal ~/Consol Energy, Inc. —Cost Sehw TiNer Sewn Leased
Jswsg Srnokehss Coal C—r- ~—Coal in TNer.and Above ~
Ifsrd Rock Exptoptgon and Carter Oil 8 Gss, Inc. - O5 and Gss Leased

Ges Company LLC —CSM Leased
Dawson, et ux - Surface

25AS Awes 23.7811%

C.L. Raer Lumber Company Tr. 6 (43.51 Acre Tract) -All Nnersh
hhnd Creek Coal ~/Consol Energy, Inc. —Coal Stdow TNer Seam Leased
Jewsggmoiadess Coal Corporagon- Coal tn TINsr and Above Leased
Hard Rock ~~i and Carter O54 Gas, Inc. -Oil and Gas Leased

l4X Gas Company LLC- CSM Leased
Ceweon, et ux - Surface

2,'17 Acres 2.0289%

Jenh Vuorkmsn, et al (Rebecca ortridge Hain<) (1S3Acre Tract) —All Minsnds
lekmd Creek Coal Ccntpeny/Consol Energy, Inc. —Coal Sshw Tiber Seam Leased

Srnokehss Coal Corp. - Wkknr Kennedy Sewn Leaad
Unhewn Surface Owner
0.'15Acnh 0.1401%
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VIRGINIA:
08000593)

n O fl~n,Z~
BEFORE THE VIRGINIA GAS AND OIL BOARD

APPL ICANT:

RELIEF SOUGHT:

CNX Gas Company LLC

POOLING OF INTERESTS IN
DRILLING UNIT A-17 LOCATED
IN THE OAKWOOD COALBED ~ QAS
FIELD I PURSUANT TO VA. CODE

55 45.1-361.21 AMD 45.1-361.22, FOR
THE PRODUCTION OF OCCLUDED NATURAL
GAS PRODUCED FROM COALBEDS AND ROCK
STRATA ASSOCIATED THEREWITH (herein
Collectively referred to as
"Coalbed Methane Gas" or "Gas")

LEGAL DESCRIPTION:

DRILLIMG UNIT NUMBER A-17
(herein "Subject Drilling Unit" )
IN THE OAKWOOD COALBED METHANE GAS FIELD I
NORTH GRUNDY 8 GARDEN MAGISTERIAL DISTRICTS,
GRUNDY Q AD))(ANGLE
BUCILNAN COUNTY, VIRGINIA
(the "Subject Lands" are more
particularly described on Exhibit

attached hereto and made a
part hereof)

) VIRGINIA GAS
) AMD OIL BOARD

)

) DOCKET NO.
) 08-0617-2238
)

)

)

)
)

)

)
)

)
)
)

)

)
)

)

)
)

)

)

)

REPORT OF THE BOARD

FINDINGS AMD ORDER

Hearing Date and Place: This matter came on for final
hearing before the Virginia Gas and Oil Board (hereafter "Board" ) at
9:0() a.m. on tune 17, 2008 at the Southwest Virginia Higher Education
center on the campus of Virginia Highlands Community College, Abingdon,
Virginia.

2. Appearances: Nark Swartz, Esquire, of the firm swartz Law
Offices, PLLC, al)peared for the Applicant; and Sharon N. B. pigeon,
Assj.stant Attorney General, was present to advise the Board.

3. Jurisdiction and Notice: Pursuant to Va. Code 55 45.1-
361.1 et ~se ., the Board finds that it has jurisdiction over the
subject matter. Based upon the evidence presented by Applicant, the
Board also finds that the Applicant has (1) exercised due diligence in
conducting a search of the reasonably available sources to determine
the identity and'hereabouts of gas and oil owners, coal owners,
mineral owners and/or potential owners, i.e., persons identified by
Applicant as having ("Owner" ) or claiming ("Claimant" ) the rights to
Coalbed Methane Gas in all coal seams below the Tiller Seam, including
the Upper Seaboard, Greasy Creek, Middle Seaboard, Lower Seaboard,
Upper Horsepen, Middle Horsepen, War Creek, Lower Horsepen, Pocahontas
No. 9, Pocahontas No. 8, Pocahontas No. 7, Pocahontas No. 6, Pocahontas



Formation in the Subject Drilling Unit underlying and comprised of the
Subject Lands.

Pursuant to the Oakwood I Field Rules promulgated under the
authority of Va. Code 5 45.1-361.20, the Board has adopted the
following method for the calculation of production and revenue and
allocation of allowable costs for the production of Coalbed Methane
Gas.

For Frac Well Gas. — Gas shall be produced from and allocated to
only the 147.06-acre drilling unit in which the well is located
according to the undivided interests of each Owner/Claimant
within the unit, which undivided interest shall be the ratio
(expressed;as a percentage} that the amount of mineral acreage
within each separate tract that is within the Subject Drilling
Unit, when platted on the surface, bears to the total mineral
acreage, when platted on the surface, contained within the entire
107.06-acre drilling unit in the manner set forth in the oakwood
I Field Rules.

8. Election and Election Period: In the event any Owner or
Claimant named in Exhibit: B-3 hereto does not reach a voluntary
agreement to share in the operation of the well located in the Subject
Drilling Unit, at a rate of payment mutually agreed to by said Gas
Owner oz Claimant and the Unit Operator, then such person named may
ele0t one of the options set forth in Paragraph 9 below and must give
written notice of his election of the option selected under paragraph 9
to the designated Unit Operator at the address shown below within
thirty (30) days from the date of receipt of a copy of this Order. A
timely election shall be deemed to have been made if, on or before the
last day of said 30-day period, such electing person has delivered his
wzi()ten election to the designated Unit Operator at the address shown
bel0w or has duly postmarked and placed its written election in first
clays United States mail, postage prepaid, addressed to the Unit
Operator at the address shown below.

9. Election Options:

9.1 Option ,1 — To participate In The Well Development and
Operation of the Drillinc Unit: Any Gas Owner or Claimant
named in )bfhibit B-3 who does not reach a voluntary agreement
with the Unit Operator may elect to participate in the Well
Development and Operation in the Subject Drilling Unit
(hereafter "Participating Operator" ) by agreeing to pay the
estimate of such Participating Operator's proportionate part
of the actual and reasonable costs of the Well Development
contemplated by this Order for Gas produced pursuant to the
Oakwood I Field Rules, including a zeasonable supervision fee,
as more particularly set forth in Virginia Gas and Oil Board
Regulation 4 VAC 25-160-100 (herein "Completed-for-Production
Costs" ). Further, a participating Operator agrees to pay the
estimate of such Participating Operator's proportionate part
of the Completed-for-Production Cost as set forth below to the
Unit operator within forty-five (45)'ays from the later of
the date of mailing or the date of recording of this order.
The Completed-for-Production Cost for the Subject Drilling
Unit is as follows:



person in and to the Gas produced from Subject Fozmation in
the Subject Lands, except, however, for the I/8th royalties
due hereunder.

Subject to a final legal determination of ownership, the
election made under this Paragraph 9.2, when so made, shall
be satisfaction in full for the right, interests, and
claims of such electing person in any Well Development and
Operation coVered hereby and such electing person shall be
deemed to and hereby does lease and assign, its right,
intez'eats, and claims in and to the Gas produced from
Subject Formation in the Subject Drilling Unit to the
Applicant.

9.3. Option 3 - To Share In The Well Development And Oneration
As A Won-Particinatinu Person On A Carried Basis And To
Receive Consideration In Lieu Of Cash: In lieu of
participating in the Well Development and Operation in
Subject Drilling Unit under Paragraph 9.1 above and in lieu.
of receiving a Cash Bonus Consideration under Paragraph 9.2
above, any Gas Owner or Claimant named in Bxhibit B-3
heretb who does not reach a voluntary agreement with the
Unit Operator may elect to share in the Well Development
and Operation of Subject Drilling Unit on a carried basis
(as a "Carried Well Operator"] so that the proportionate
part of the Completed-for-Production Cost hereby allocable
to such Carried Nell Operator's interest is charged against
such Carried Well Operator's share of production from
Subject Drilling Unit. Such Carried Well Operator's
righta, intereats, and claims in and to the Gas in Subject
Drilling Unit shall be deemed and hereby are assigned to
the Applicant until the proceeds from the sale of such
Carried Well Operator's share of production from Subject
Drilli.ng Unit (exclusive of any royalty, excess or
overriding royalty, or other non-operating or non cost-
bearing burden reserved in any lease, assignment thereof or
agreement relating thereto covering such interest) equals
three hundred percent (300%) for a leased interest or two
hundred percent (2000) for an unleased interest (whichever
is applicable) of such Carried Well Operator's share of the
Completed-for-Production Cost allocable to the interest of
such Carried Well Operator. When the Applicant recoups and
recovers from such Carried Well Operator's assigned
interest the amounts provided for above, then, the assigned
interelst of such Carried Well Operator shall automatically
revert back to such Carried Well Operator, and from and
after such reversion, such Carried Well Operator shall be
treated as if it had participated initially under Paragraph
9.1 above; and thereafter, such participating person shall
be charged with and shall pay his proportionate part of all
further costs of such Well Development and Operation.

Subject to a final legal determination of ownership, the
election made under this Paragraph 9.3, when so made, shall
be satisfaction in full for the rights, interests, and
claims of such electing person in any Well Development and
Operation covered hereby and such electing person shall be



be deemed to have and shall have assigned unto Applicant such person'8
right, interests, and claims in and to said well, and other share in
production to which such person may be entitled by reason of anyelection or deemed election hereunder in accordance with the provisions
of this Order governing said election.

13. Unit Operator (or Onerator): CNX Gas Company LZC shall be
and hereby is designated as Unit Operator authorized to drill and
operate the Coalbed Methane well in Subject Formation in subject
Drilling Unit, all subject to the permit provisions contained in Va.
Code 55 45.1-361.27 et ~se .; 55 4 VAC 25-150 et ~se ., Gas and Oil
Regulations; 55 4 VAC 25-160 et ~se ., Virginia Gas and Oil Board
Regulations; the Oakwood Coalbed Gas Field I Order OGCB 3-90, all as
amended from time to time, and all elections required by this Order
shall be communicated to Unit Operator in writing at the address shown
below:

CBX Gas Company ZJC
2481 John Mash Blvd.
Bluefield, WV 24701
Attn: Zeslie X. Azrington

14. Commencement of Operations: Unit Operator shall commence or
cause to commence operations for the drilling of the well(s) within the
Subject Drilling Unit and/or the well(s) outside the Subject Drilling
Unit but from which production is allocated to the Subject Drilling
Unit within Seven Hundred and Thirty (730) days from the date of the
Order and shall prosecute same with due diligence. If Unit Operator
shall not have so commenced and/or prosecuted, then this Order shall
ter(ainate, except for any cash sums then payable hereunder; otherwise,
unless sooner terminated by Order of the Board, this Order shall expireat 12:00 P.M. on the date on which all wells covered by the Order
and/or all wells from which production is allocated to the Subject
Drilling Unit are permanently abandoned and plugged. However, in the
event an appeal is taken from this Order, then the time between thefiling of the petition for appeal and the final Order of the Circuit
Court shall be excluded in calculating the two-year period referred to
herein.

15. Operator's Lien: Unit Operator, in addition to the other
rights afforded hereunder, shall have a lien and a right of set off cn
the Gas estates, rights, and interests owned by any person subject
herSto who elects to participate under paragraph 9.1 in the Subject
Drilling Unit to the extent that costs incurred in the drilling or
operation on the Subject Drilling Unit are chargeable against such
person's interest. Such liens and right of set off shall be separable
as to each separate person and shall remain liens until the Unit
Operator drilling or operating any well covered hereby has been paid
the full amounts due under the terms of this Order.

16. Escrow Provisions:

The Applicant represented to the Board that there are no unknown or
unlccatable claimants in the Subject Drilling Unit; and, the Unit
Operator has represented to the Board that there are no conflicting
claimants in the subject Drilling Unit whose payments are subject tothe provisions of Paragraph 16.2 hereof. Therefore, by this Order, the
Escr'ow Agent named herein or any successor named by the Board, is not



17. Special Findings: The Board specifically and specially
finds:

17.1. CEX Qas Ccaspany LLC, a Virginia limited liability company
is duly authorized and qualified to transact business in the
Commonwealth of Virginia;

17.2. CEX Qas Company LLC has the authority to explore, develop
and maintain the properties and assets, now owned or hereafter
acquired, consented to serve as Coalbed Methane Gas Unit
Operator for Subject Drilling Unit and to faithfully discharge
the duties imposed upon it as Unit Operator by statute and
regulations;

17.3. CEX Qas Company LLC is an operator in the Commonwealth of
Virginia, and has satisfied the Board's requirements for
operations in Virginia;

17.4 CEX Qas Company LLC claims ownership of gas leases, Coalbed
Methane Gas leases, and/or coal leases representing
99.8973 percent of the oil and gas interest/claims in and to
Coalbed Methane Gas and 99.8973 percent of the coal
interest/claims in and to Coalbed Methane Gas in Subject
Drilling Unit; and, Applicant claims the right to explore for,
develop and produce Coalbed Methane Gas from Subject
Formations in Subject Drilling Unit in Buchanan
County, Virginia, which Subject Lands are more particularly
described in Exhibit A;

17.5. The estimated total production from Subject Drilling Unit
is 125 %KCF to 550 MNCF. The estimated amount of reserves
from the Subject Drilling Unit is 125 MMCF to 550 MMCF;

17.6. Set forth in Exhibit B-3, is the name and last known
address of each Owner or Claimant identified by the Applicant
as having or claiming an interest in the Coalbed Methane Gas
in Subject Formation in Subject Drilling Unit underlying and
comprised of Subject Lands, who has not, in writing, leased to
the Applicant or the Unit Operator or agreed to voluntarily
pool his interests in Subject Drillihg Unit for its
development. The interests of the Respondents listed in
Exhibit B-3 comprise 0.1027 percent of the oil and gas
interests/claims in and to Coalbed Methane Gas and 0.1027
percent of the coal interests/claims in and to Coalbed Methane
Gas in Subject Drilling Unit;

17.7 Applicant's evidence established that the fair, reasonable
and equitable compensation to be paid to any person in lieu
of the right to participate in the Wells are those options
provided in Paragraph 9 above;

17.8 The relief requested and granted is just and reasonable, is
supported by substantial evidence and will afford each person
listed and named in Exhibit B-3 hereto the opportunity to
recover or receive, without unnecessary expense, such
person's just and fair share of the production from Subject
Drilling Unit. The granting of the Application and relief



CNX Sas GemPany LLC
Unit 4 17

Tract =:.::—~w
(18780Aors Urdt)

Kermit Ekwdck Heirs, st al (173Acre Tmct) —Fee
Ishnd Cmek Coal Company/Consol Energy, Inc. —Coal Bekrw Tsler Seam Leased
Srxdksm Mining Inc. —All Seams of Coal Lying In Bevatke above and indudtng Glamorgan Siam Leased
CNX Gas Company LLC —CBM Leased
CNX Gas Company LLC —Oil & Gas Leased (38.88%)
Cs=--—=-'.~ Arv

—'-- ~ LLC-Oil & Gas Leased (8.34%)
78.62 Acne 73.4356%

Kagwrlne J. Fields, et al (70 Acre Tract) -All Nneats
lshnd Creek Coal Company/ConsOI Energy, Inc. —Coal Bebw TNer Seem Leased
Ws8rnora Coal Corlxxadon —Coal Outcropped Above Shts Cmek Leased (2/3)
CNX Ges~LLC-O8 and Gas Leased (8125%)
GNX Gas Company LLC —CBM Leased (8125%)
Unknown Surhcs Owner
0.85 Acres 0.8165%

C.L Rghr Lumber Company (38.55Acre Tract) —All Minerals
ishnd Creek Coal ~/Corsxd Energy, Inc. —Coal Bekw TIer Sawn Leased
Jewell Smokeless Coal Corporadon —Coal In TBer.and Above Leased
Hard Rock Expkxatkm and Carter Oll 8 Gas, Inc. -Oil and Gas Leased
CNX Gas Crxgpeny LLC —CBM teased
Ksashr Dawson, et ux - Surhce
25.46Acres 23.7811%

C.L. RISsr Lumber Company Tr. 6 (43.51Acre Tract) —All Minora@
lskmd Creek Coal Company/Consol Energy, Inc. —Coal Behw Tiger Seem Leased
Jewsk Smoladsss Coal Cortxxadon -Coal In TIer and Above Leased
Herd Rock a—'- —,and Carter Oti & Gas, inc. -Og and Gas Leased
CNX Gas Company LLC —CBM Leased
Kesstsr Dawson, et ux - Surhce
2 17.Acres 2.0269%

Jabh Workman, et al (Rebecca Oolridgs Heks) (163Acre Tract) —All Minerals
ishnd Creek Crud Company/Consol Energy, inc. —Coai Beknr Tike Ses
Jsesdi Satokelass Coal Corp. - Widow Kennedy Seam Leased
Unknown Surhos Owner
0.15Arses 0.1401%
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